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INTRODUCTION 



How are you goin^to use your job skills afteriyou finish 
school? 1 . * 



Have you ever thought about starting^your own software design 
company? 



This module des crib es people who have started and managed 
software design companies. It g*ves you an idea o£* what they 
do and some of the special skills they need. 

You will read about * 
planning a software design company 
choosing a location 

getting money to start # 
being in change 
organizing the work 

setting prices 0 " 

advertising arid selling 

keeping financial records * 
keeping your business successful 

v 

You will also have a chance to practice some of the things 
that software design company owners do* \ 

Then you will have a better idea of whether a career as a 
software desigp company *pwner is for yc(U..*~ 



Before you read this module, you might* want 
Module 1, Getting Down to Business: What's 



to study 

It All About-?- 



When you finish this module, you might want'to'read --• 
Module 17 i Getting Down to* Business: Answering Service ; 
Module 18, Getting Down to Business: Secretarial Service ; 
Module 19, Getting Down to Business: Bookkeeping Service ; 
Module 21, Getting Down to.Busines^: Word Processing 



Service. 



These modules are related tp other business and office 
programs^ v * : 
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UNIT 1 



Planning a Software Design Company 



Goal: 



Jo help you. plan* your software detfign company J 



Objective 1: Describe the product and market of a 
software design company * 

Objective 2: List three personal qualities the owner 
might have. * ' * 

# * • 

Objective 3: List three qualities that Vill make 
your programs sell. 



Objective 4: List two of the legal requirements ypu 
might have to consider before opening. 



8 



WHY GO INTO BUSINESS FOR YOURSELF? 



Carol Dubin is the founder and owner of S.lixk 
Software. Before that, she was a ♦ programmer and systems 
analyst for a large bank. She got a steady paycheck", knew, 
that her job wo uW always btf there, and*nev<?r had to work- 
past 5:00. Why, would someone leave all that for the 
problems and headaches* of starting her own business? Here 
Is how Carol fells it. . * * ' 

"The people where I worked thought I was nuts to go 
into my bwn- business. But they didn't know I had been * 
doing it even* while I was working at State Bank. You can't 
just decide to be a free-lance programmer. Writing a / 
program — a good program that has most of the bugs out of,' 
it — takes from four months to two years. And even then; 
you're not sure that it wili 'sell, that it will make rioney 
fqr you. ^ 

"I worked; on my first, program, The Complete. Mailing 
List , pretty much in my spare time. I didn' t give up my 
job. Sinqe I love designing new. software, it wasn't much 
of a sacrifice or a struggle putting ih extra hours on my 
project. F %c \ 

In ,the process of getting my Complete Mailing List on 
the shelves in the computer stores and ^advertising it- in a 
cotfple 9f trade papers,' I met all kinds of people. Those 
people, called 'contacts' in the business, are very 
important. I didn't quit my job until I had matfe enough 
contacts in the field and knew a lot about the free-lance '" 
software business. I didn'fc quit until The Complete ' 
- Mailing List had, grossed over $15/000. • 

"I can say this — I would have to be pretty hungry to go 
back to my old job. The people I have met, the excitement 
I have felt working out a new program 4 , and Uie satisfaction 
of knowitfg I am making it on my own make that old job seem 
like a real dead-end." -~ ) 



Planning a Software Design Company 



1 * >» •> 

There are many, many small businesses in 'America. Small businesses 
can, have as fe# as one worker (the owner) or as many as four -workers. A 

small business owner is "self-employed . " bften a whole family works 
together iji a small business. 

, * * - * » • 

ft v 

Let's take a short look at computers. . .If you already know 
about computers, you probably know what software is*. .For those of .you' 
who dori*t, here are a few definitions. 

A com^rlfer is a machine that can rearrange, store, and process infor- 



com^rter is 
'at a very 



mation'at a very high speed according to the instructions (called the 
program ) that are fed into it. A microcomputer is a small computer abbut 
as big as a typewriter with a portable T.V. on it. It cati be bought by 
anyone who can afford a personal computer. Software is all the different 
types of programs that are fed into computers. The software for micro- 
computers comes *in many forms. , It can b£ a cassette tape, just like 
those used for cassette tape recorders, or a floppy diskette, which l^ooks 
like a small record. \ 



If you had. a microcomputer .in your\ome or business (like an Apple II- 
or Radio Shack's TRS-80),'you could go to a computer store, and buy a pro- 
gram or 8end t for one from a mail order software company* You can thinjc 
of it as buying records or tapes>f or' your stereo system. 

< 

Her^ is a short list of possible programs.;* The list* has to be -short, 
because a long list could, take up a lot of space!" 

Video games like Star Trek % Weather forecasting 

Casino games like blackjack and pok^r Budgets 

Filing ^ t Accounting and billing , 



Editing * Psychological discussion surveys 

Scientific calculations > Travel and route planning 

'* - " ' S * ' 

Someone has to be writing the programs for these /new microcomputers'. 
The industry is still in its babyhood. TJiere are not many software com- 
panies, less than 100 in the entire United States.'*' As people learn more 
about what computers 'C§n do and design new parts for them^'the software 
kee^>s changing,* too. While this, is a brand new type of business, there 
is-no doubt that ComputerLand microcomputers are here to stay. Right* 
now there are over 200,000 home computers in use. c 

* ' . * 

What Is a Software Design Company ? 

i * f 

If you own a software design company, you -will expect to produce a 
program package thaf people will want^ to buy^fcor their microcomputers. 
It, will Include: ■ , ^\ 

• ' * a program >that is on a floppy disKgtte or* a cassette tape"; 

a manual for the user telling her or him- how-to* use the program 
and what the program will dp; dnd * " v 
* # a' some service agreement that tells^ the user what he or sh^pshould 
"do,«Lf the program doesn 1 1< work- % , # 



Who Is the Targeted Marktet of Your Program .Package ? 

* <^ This is probably the most important questlqn to ask yourself before 
you yrite a program. Every successful program has a group of people ifc 
is intended to serve. This is called the targeted market. You might 
decide to ^make your* targeted market businesses, ^schools, or individuals 

with> hobbies. , Are you going to write a backgammon program for beginners 

• . 1 

under 12? Are you going to write an astronomy program for 'hobby astrono- 
mers who have bought their first telescope? Or will you write an advanced 
mailing list system for businesses. that send out several hundred letters 
a month? ' ^ , 



Hov Is -Your Product Going to Be Special ? f {\ 

Making your program^ special is probably th^ second hardest thing to 
do, To fife -special your program has to do a£ lefcsfc on* o£ these three* 
s things: do something no other program has doneHefore and something that 
users want; do something faster or more efficiently than any other pro- . 
gram; or make something easier than it has been dotie before. 

Here are a few basic rules that successful spftwarq designers have 
followed. . * 

Rule glr Knowing .a lot about your .subject frg more important than 
knowing ho w to program it . You really have to knpw backgammon to make a 
good' backgammon computer program. You have to have complete understand- 
ing of mailing; list problems to write a program that will solve those 
problems. ' N ' , 
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Rule 02; Aim your product with a-wide circle' of users in mind . A 
fogram teaching English-speaking people^ Spanish will appeal to more 
u^»rs than a program teaching Swedish people Hawaiian. But a program-, 
that can correct spellin&rmistakes i n Spanish is even' better. 



Rule, //3; Assume that your user knows nothing about computers, pro- 
grams, input/output, manuals, or keyboards (the typewriter part of the 
computer)" . With $he invention of the microcomputer, many people who are 
buying computers .have hdd no programming or computer experience. Malje 
your program 1 s commands easy to understand. $Jake your manual a step-byf 
step v guide in simple English. m . 

Will You Like Being the Owner' of a Software- Company ? 

4 

Remember* the owner of a software company* does not just progra^ You 
can learn programming design. Y6u can learn how to write simple manuals 
for your users. You can le^rn about advertising and marketing, keeping 

" ' - ' ' . !3 



records, and hiring people. But will you like it? Here is what some 
people have'»tc? say about the business*. * J 

s * "People who want to design software a'hd^make money at it 
are basically gamblers. There is a great risk in this busi— 
- ness. % You write a chess program orfly^ to finfi out that a better 
one is just out on the market. . You wi^ite a game for a- certain 
microcomputer and the company making % the microcomputer goes out 
of bus'ines*.. But the people vho are in this business, do.it 
b^ause they JLike being on the crest of the wave, not on the ; 
.foam after ,it breaks- . 

love the, programming part of this business. But that's 

only a< small part of 'what you have to do to keep ^t he business 

r 

going. You have to be a businessperson — y^u have to write 
\ adv£rtislfig> -design the package, meet with comguter store 
owners, and hassle with printers to get ytf$r manuals done 
right 0 . As for. myself, I'd love to go bade 'to just programming." 

* » 
' Programming Skill — Where Do You Get It ? 

If you asked 10 good programmers where they learned to program, you 

\ , * • • » 
would probably get^lO different anstfers. #ou can take courses in some 

* * * * 

high school^ and most colleges arict universities. Some people learned 
because thej.r office *qr b,usii\eafe putr-i computer in* Some peoplfe were 
fascinated with computer* and &pev\f hours teaching themselves* There is * 

no one set way. r * 

*• • * . 

Busimess^ Skill — Wherfe Do You LeanTIt? 



Bus>tv 



, ? Wotting iji a smkll businesses a clerk or salesperson is a good way 
to get business experience. Business courses are also taught at junior 
colie^es^ and. dniversities. Many business people have learned from 
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experience, there may. be seminars in your community on "How to Open a 
Small Business' 1 ] that run anywhene from one day to several weeks. 



Legal Requirements and Problems 

! ' ' ' 

> There are a few standard legal requirements for starting any business 

• To oper^ up a software company , you will have to check, with 'your 
city to see about a, business license. * 

• ,For the state and federal government > you will Jjave keep 

^financial records^in order to prepare accurate tax returns. 

* •* . 1 • . 

• -As of this writing,- cpmputer programs are very mucfi the result of 

# * *> . ' , 

creative ♦energy s and Cannot be copyrighted or patented. This 

m^ans that your programs can be. copied .by anyone" who chooses to 

» * e " » 

do so. Most software design firms are putting into 'their pro^ 

\ ' ' ' . *' . 

g^ims instructions t.hat try to mafce copying impossible. 

• Before you begin to sell your program, yovf will have to look into 
the cuprent* copyright and parent laws that apply to comptifcer 
programs* * t • . 



Summary • 

» A software design fcOmpany produces programs and manuals andoffe.rs- 
service for computer 'programs. Before you write a program you must* know 
*WttQ it is going to serve and what problems it is "going* to solve. You 
must know all, about computer prog^ps and do all the tasks that small 
business owners do. .You' wil| t have t\> chec|£ out city, state, arid federal 
laws pertaining to similar small businesses befo % re you begin. You will 
also/need to find out about copyright and' patent laws to protect your 
programs from being pirated. " \ 



Learning Activities 



Individual Activities 



1. Here is a list of skills and personal qualities. Put,ah XX by tjiose 
y<^u think would be helpful in owning a small software, design company/ 
Put an X by those that would not matter. Put an 0 by those that 
would ^probably not be helpful. 
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a. Need to be outdoors 

b.* Need t6 have someone 

tell* you what to do 

c. Being brganized 

* d. Able tb talk well 



L 



e*. Being jtali 

f . Being physically adtive 

g. Able to write well - 

. h. Able to work under 

pressure 

i. Having good eyesight 

. j» Able to set up a good 
* filing system 

k. Able to work well with 

< figures 



m. Liking to' be In ctfarge of 

other. people 

n. 'Need a lot of other people around 

* o. Need to be on your own 

^. # p« Need employee bfeneffits* 

q. Need quiet * ^ 

^ r.. Being patient 

s. Liking to do paperwork " 

t. Need to be the center of attention 

u. Need to travel 

v. Need specific schedules and 

timetables 

w. Need specific assignments 

x. Jfeed to be creative at work 

y. Be physically attractive 



2. 



1« Liking to solve problems » V% z. Liking to tie helpful 

Name two cjfifferent forms of computer software. 



3. Name the three parts of the program package. , » '** 1 

4. Why is it imporfant to decide what the targeted market is before you 
begin to. write the program? 
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5. If you- were §oing to Write a cheis game, is it moYe importarft to 
- understand fchess* or a to understand programming? Why? 



Discussion Questions 

1. After reading "about the beginning of Slick Software, why do you sup- 
ppse that Carol didn't leave her job right away? 

{ 

2. Carol Dubin has lots of reasons for enjoying ownership of her own 
software'- design company. What are some reasons for NOI liking it? 

3. What advantages and disadvantages do you see in the fact that the 
industry is still so young? 



Group Activity- 



Invite 'the owner of an independent software "£jbmpany to come to your 
class* %If there are none near you, inyite a person in the^ computer 
industry to come speak to your -class. Find out how'you would go,about . 
writing a ptogram for a certain problem you pick. Ask your guest ques- 
tions about the competition in the software design field and how you 
could go about starting your own business.^ What skills, training,, a'hd 
personal qualities would you need? * 



UNIt 2 



Choosing a Location 




To help you choose"a good location for your company 



Objective- 1; List two advantages in 'living near*' 
cities,, that are computer centers. 

J. 

Objective 2; List two advantages. and disadvantages 
to working out of your hfrme. » 

A 

Objective 3: Decide, whether your home* would be a » 
good place to start your company.. 
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* ' WHERE, OH WHERE, DOES 1HE' COMPUTER GO? 



Carol talks about finding the right space for a loca- 
tion. "Many people who open a small business become frus- 
trated trying to decide the best location for their company. 
It was very % easy for me to decide where to locate this 
company ♦ It started at my computer on the d^sk in my extra 
bedroom. Soon my business started to' spill out into the 
dining room and living room. Putting together 100 packages 
for shipping and laying out, the newspaper that had 'the up- 
dates in it started to take over everything. Pretty soon, 
I converted my garage. «■ 

"When it's all said and done, you need at least the 
size of a small* of f ice .{about 200 square feet) to get that 
first program on the market. It can cause real problems 
for your family if you do everything out of your house. I 
had no choice. I was not going' to put outjgioney for rent 
before I knew if I was going to make any money. My husband 
and kids would Just have to sacrifice their clean dining 
room for a while.. * , 



The goooyjfart about working out of your h$me is, that 
your family and* friends can help, you out. When it comes 
time to get the package together, there is assembly-type' 
work, to be* done. Sometimes the manuals run 30 pages or 
-4nore and need to be collated. I like to put mine in a ' 
•looseleaf notebook. The faMly can help with .the' mailing 
too?." 



* 4 
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Choosing a Location 

A, Computer Can Go Anywhere 

Choosing a lop^tion in this business not Very important. For nra^t 
j>ther businesses you would have to spend a great deal of time choosing 
which city would offer you the most chance of success. Then, 'of course, 
you would have to pick a spot within' that city. 



None of that is important for- a software design company©^' If you 
think of yourself as a writer, then all that you really p^fed'.are the' 
tools to write .with — namely, the microcomputer and your brain. That does 
not meaq, however, that any place is just as good as any other place. 



Where Is the Most Action? 



7 



If you talk to 'most screenwriters (the people who write movies for 
films and T.V.)', you will f ind . tha^most of them eventually move to Losf 
Angeles or New York. That is whpre the action is.. That is where "busi- 
ness contacts" are made. You learn a lot about thpNmsiness* by being 
around people who are doing the same thing. ) 

In the Software design business* the most computer-intense area is in 

t^he Santa Clara Valleyin northern, California (also known as Silicon 

Valley, because that is where the £irst silicon chips were invented) * 

There are literally hundreds of computer and computer-Telated businesses 

* • . ' * 

there. You can-meet several suppliers of floppy diskettes. You can see 

othe* software producers firsthand; It is the computer capital of the 

worlfL ' ^ \ 
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i Other key cities' include Boston, Dallas-Fort Wortl^ New York* and 
Houston. " New Jersey has quite a few computer companies also'. 



What If You Live on a Huge Farm in Kansas? 

All this doesn't mean you have to live* in these cities or even near 
them to have a software business^." Many successful programs have been 
developed hundreds of miles from a computer store/ When it comes* to put- 
ting the package together, ordering supplies, and selling the programs to 
dfealers, you will have to make contact by telephone and mail rather than • 
eyeball to eyeball. This becomes slightly inconvenient. It also means 
you may have to wait for mail delivery when you are in a rush. 



Can Yj?u Eat and Sleep and Program in the Same Plade ? 



The software design company that lives in your home can cause some 
problems as well as take care of some. Here are pome questions to ask- 
yourself. » \ 

J «4 

P - * * 

1. Do you have a separate space that does not double as your kitchen, 

** * , ■* 

bedroom, or living room? If you run the* chance of mixing up your 

' ' * pi 

printouts With your child* s math homework, " you are in 1>ig trouble. 

2. Can yc^xx separate yourself from typical home distractions? 4 You 
may enjoy a little chat with your letter carrier* every day, bt^t . 
it may n$>t be wotth it. * " .* 

* 3.. How do the.other .house meabers feel about your work? If theVe 

are people in the house r who don't understand £our work, you Viil 

^. ' need , to. educate them as A to your needs before you even torn on 
your Apple II. - 

Obvious advantages to working in youj: Home include the price (don't 
forget the tax deduction), and the convenience. Almost all software 
designers have .begun in tKeir home. The first program is usually dorfe in < 
someone's "spare time" while he or she is holding down* another job. • 



If you decide to rent an offi.ce> yau can .go small. -'Anywhere that i's 
moderately quiet atid pleasant for you to b*e in is a good bet. 

While many software companies-have begun small, some bave become so - 
successful that they have had to move to much A lar^er offices to accommo- 
date all their marketing, mailing, advertising, andprinting activities, 
as in any successful business. ~ , - . 

• * / - 

• • » 

Summary 

i * *- • 

* * r 

A program designer can write programs anywhere tRere is a microcom- 
puter. It hel^s to be in thejkey cities that -are already involyed in the 
computer and computer-related businesses. ' Working in your home dan cause 
some problems as well as take care of some. ^ 

t * 

K * 



/ 



/ 



f 9 , - y 



V 



, 22' 



18 • 



^ . Learning Activities 



Individual Activities ^ 
" ' W 

1. Wftich sentence is most true? 

a* Being near a city that has computer-related businesses is an 

advantage. * * 

'b. Working, out of yout'home'is always a problem since a business 

should be in an office, 
c. Meeting people .face to face does not really help in this business 

because you ajre basically' dealing w£th -machines* - * . 

2. List two problems that ma/ have to be solved before you can work out 
of your home. 

3. What other activities besides programming would you have to «iake room 
. f - 

for in your home or office? 

• ' • • ' - 

4. Think carefully about where you <live right now. Answer these , 

questions* * tj" 

a. Is there a good space for a microcomputer? ' \ 

b. Would the other people living with you be helpful^f they knew 
you were going to.be starting your own business in the house? 

c. Is there enough office space fpr office work - and manual pro- 
du^tion? 

d. What do you think wilT be the major problems and distractions in 
t - % * 

working in your particular hou,se? 

•'" .. / ■ • -. 
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Qiscussion Questions 

1« Some of tfie major cities t^iat currently have many ^computer and soft- 
mm ware related companies are in the Santa Clara Valley, California; 
Boston; Dal*Las-Fort Worth; New York; and Houston. Discuss in your 
class what you know j^bout these cities. Look up^in an atlas and / 
other resource books the population, weather, kinds of recreation, 
and prevalent "-lifestyle. M If any class Members have visited these 

cities, ask them. to share their experiences. - . * 

>> 

— , 1 • x • * 

2. From the information you have gathered ^^ho^se which location you' 
would move to if you felt that was necessary ..for the success of your 
company. "State your reasons. 



Group Activity * 

'* 

' \ . 

It helps when you are writing a^ new program to w hav,e other programmers 
around you so they can discuss ^deas, work out problems, and generally 
give support to each other. How much computer activity is in your area? . 
.Woittd you have to, do most of your ..business through thejnail? As a class 
write a list of quest^ohs that a person could use to fiod outflow much 
computer-related activity is in the area. After yotT write the list of 
questions, share them with the t class. See how many answers you can come 
up with. Here ar4 a few questions to help you get started. 

a. Where are th%Miearest computer stores that sell hardware? 'And 
.software? 

b. Are there computer classes in your area? Where? 
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UNIT 3 



Getting Money to Start 



Goal: To help you plan how £o get money for^your company. 



Objective 1: Write a business description for your 
busings. * . .\ p 

Objective 2: Fill out a form showing how much money 
you will need. 



\ 
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. 1 - , ' ^ 

H . GETTING SEED MONEY * 

Carol tackles. the question of money. "Thank gopdness, 
Slick* Software was an easy company to sta'rt. I dcTTK.t mean 

* that it's easy writing good programs. I mean that you 
don't need mujch money to get started. " ' 

„ "Opce I decided on the name of my company, I realised 
that I needed (at the very <deast)' some business cards. 

* Pretty soon^I wanted an answering service, and 3 1 needed 
*some advertising fliers far my first 1 completed package. 

Then, of course, I had to consider the coat of the com- , 
jniter. I had been using the one at' work, but. part" of going 
it alone was getting my own hardware* At first 1/ bought an 
Apple II for less than $1,000. Later.bn, when I became 
-more successful^ I added a printer. 

'*'','" • u • * 

"Even though it takes ve-rj^ little money to start in 
comparison to other businesses^ you do need money fo, get 
. you through the ^low times. And believe me, there are slow 
times. Even marketing geniuses who understand the ^computer 
business better than anyone have flops. So you have to 
Kave money behind you to get you though those flotfs. 

* *' 

„ ''And then there are those general office costs that . w 
, have a way of adding up. Mailings, equipment, an old desk' — 
these are business costs that you should think about.- 

J* 

Unfortunately, most <bai][ks are not going to lend you 
mQney until you are already successful. If you say that 
you are going into "the software design- business, they are 
likely to tell you to com& back'when you have proven." 
yourself. fc 

^'So^whom do you get this start-up money from? If you 
have any savings; that's the first thing you would^ise. 
Then you* can ask people whom you kpow, business at^fjoVin- 
tances, friend^, ox/ relatives to lend you the money, or to* 
become investors./ My uncle invested $3,000 when I wanted 
to So that first advertising. Fo£ that, he owned 10% of ' 
* the business/ I bought the computer out of my owi savings." 
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Getting Money to Start 



The first step in getting people to lend you money is getting people 
to believe in you. Everyone, with the possible exception of your mother, 
will have fco see facts to frelifcve that you are a good' investment. Before 
lenders give you any hard, cold cash they will want, to find out the 
answers to these questloTTs^ 

• Is there need for your product? 

• Are you able to put together good programs? 

• Are you able to matket your programs? \ 

And you have to answer those questions. The best way to do it is to 
wtlte a business description. 



The Business Description 

Most business descriptions ^tell possible investors how you plan 

to make your business work and what you are going to do to make sure that 

their money will make^money. After all, that's what an investment is. 



Here is Carol's written 'business description. -She wrote if "outline 
style" so tjiat it would be easier to read. * 

• \ 

Name of owner: Carol Dubin 



Name .of company : Slick Software, Inc. 



, Product line : Software products for Apple II users/ Each package 
reflects the same high standards -that have been used with great success - 
in systems aroun^the world. -Current programs include The Complete Mail- 
ing List , a highly advanced mailing* list mainte^nce and sorting program, 
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and Total Word (in progress),, a word processing systerinfor handicapped 
users. 

Targeted market : The first program, The Complete Mailing List is fbr 
small business users who do direct mail adyertising, have large billing 
files, or do extensive correspondence* Total Word is a word processing 
system* that* uses a joystick rather than a keyboard. It is a programming 
breakthrough^ or handicapped users who have small motor coordination 
problems • *» 



Strategy fox success : Slick Software products provide % the ApplV II 
user with complete/ thoroughly documented, eagy-to-use software systems 
at a very low cost. The Complete Mailing List stores mailing lists in a 
multiple Indexed data base. It also includes a soupd and >x-code, which 

r > * 

means £hat misspelled words and words with similar spellings can be 
easily located. Total Word will appeal to thousands of people who', up 
until now, have not been able to work as. a word processing specialist due 
to their handicapping condition. 



Just How Much Money Do You Ask For ? 



The statement of financial need is what you give to your investors 
along with your business description. It is- a list of all the money you 
will need to start your business and to keep it going until you start 
making a pnofit (these are starting v expenses ) * The' statement- of finan- 
cial need also lists the mojney £ou are planning to put into the business 
( total money on hand ) and the amount you need to borrow ( total loan qioney , 
needed ) • , 

• r 

You will need to know how much your equipment and your office is going 
to cost you. Here is some of that information. 

Equipment . Trying* to describe *11 the different types *of computers 
that you can use to write your programs is like trying to describe all 
the different types of automobiles there are in this world. You can 
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spend as little 3s $600 for a simple microcommite^^'stem. j You can spend 
as much as several thousand dollars for a co&pPle^t T system J Or you can 



spend- any amount between those two extremes. 



If you were to go into this business, you' would .probably spend jnany* 
hours deciding which computer is the best one for you. This^is what you 
would hav^ to evaluate: 

frhat it can and cannot- do; 

whether it can fit into other systems (flexibility) ; 
what kind* of service you can expect from the* vendor (seller); 
how much it costs; an4 , \ * ' 

how much software has been written for it (because other programs 
will help you). * ' 

Wher\ Carol finally bought a microcomputer for her own use, she bought 
'an, Apple II. She wanted' the* extra disk drive, and later she added a dis- 
play terminal. It had the most software available and was easy to use. ' 

Apple -II (by Apple Computer, Inc.), 1RS-80 (by Radio Shack), and The 
Challenger IIP Personal Computer (Jjy Ohio Scientific Instruments) are 
just three of the many personal computers on the market. 



. The fudge Factor " J ^ 

. V ■ . 

* * • » 

• Don't fqrget about the old "fudge factor." No one. can predict the 

« /* * ■*** * , 

future. How could you have known that "the printer doing your fliers' was 
going' to go out of business and take your deposit with him?' The fudge 
factor would take care of this. This sort of "tip" that you give your- 0 
self prepares you for such calamities. You jus.t add it # right into the 

Jbudget — on top of all your other starting expenses. 

I 

' *, . . * ) 

General Of f ice^Costs , ' ' r ' 



An^ officie, even one in your garage, takes some start-up costs. Here 
are* some examples of *start-up cofits. 

- V 26 ?{j 

J. : » L. 



Item 



Microcomputer 



Range 

$600^- $5,000 *and up 



Rent for Office ^ $300 - $ 6Q0 
(first and last mont^) 



Security Deposit 

Utility Deposit 
(includi-ng telephone) 

Business License 



$100 -*$ 200 
$ 50 - $ 200 

$ 25 -*$ 75 



Office^urniture and $ 0 - $2,00.0 
Other Equipment 



Answering Service 

Paper and Office' 
Supplies 

Decor (carpets, 
plants, pictures) 



$ 30/month 
$100 - $ r 400 

$ . 0 - $ 50C^ 



Advertising (business $100 - $l,00i> 
cards, fliers, etc. ) 

Employee sl'l^ries $ 0 - $4,000 

(until motley comes in) 



Owner's Pay During 
Planning 

Fudge Factor 



$ 0 - $3,000 

, $500 $i;ooo 



j 



Comments 

) 

£ lot of researches 
important before you buy. t 
* 

$0 if in your own home 



$0 if in your own horned' 



$0 means you are good at scroung- 
ing, begging, and borrowing. , 

Very necessary! 



You will be spending* a lot of 
time here. The place should 
make you happy. 

A Yellow Pages listing is an 
absolute necessity. 

You probably won't tje hiring 
someone for a while. 

It takes at least one month 
to get -set up. 

Money for emergencies , 



5(w 



Summary 



The business description feells\ pebple how you plan to make '.your busi- 
ness work. The. statement of financial neefr is a list of all the money 
you will need'to start your business.. * . < ? A 
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— >J . Learning Activities 



Individual Activities ^ 

Write a description of your business. It can be short, but you should 

ink. about what kind of program you would like to design. Give it a 

' name. ^Decide what it will do. Locate your business in your town or * 

i * 
city; ,Here Is what you should include. 

y 3 

Name of owner: 

« 

* Address: ■ i 

Name of company: * { 

Product (the type of software): 

The, targeted market: Who will buy your software? 
Strategy fof success: What will be your specialty? 

; What is your initial advertising plan 
to attract customers? 

2. Now that you have a business description, you can begin to write a 
statement of financial need. It is simply a list of the money;you^ 
. will need. To hel£ you, here-^s a list of some of the questions you • 
will need to answer. Wha& microcomputer will you buy? • Will you rent 
office' space or w*rk out of your home? How much wilj you use on 
advertising (see Unit 7)? 

Use the figures given in the previous pages to fill in the statement 
n of financial need on the next. page. Once you decide what your start- 
lag expenses *will be, list the amount you plan to invesrt (total money 
. on hand) and subtract this figure from the total starting 'expenses. 
This gives you the amount you need to borrow. 

28 , 
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^ STATEMENT OF FINANCIAL NEEU k 

Iteiq, - "Amount 

Microcomputer . • p $ 

Rent Deposit (include security and , $ 

' % utility deposit) * J * 

% Business License - $ 

Equipment Costs * $ 

Office Furniture . , - ' $ 

Paper 'and Office Supplies . $ 

4? — 

Legal and Accounting Fees, % 

, Decor ■ > $ 

' Advertising $ 

Owner's Pay During* Planning $ 

Fudge Factor V % 

TOTAL STARTING EXPENSES $ 

TOJAL MONEY ON HAND % * ^$ \ 

TOTAL LOAN MONEY NEEDED % 



Discussion Questions 

1. One of Carol| s friends* lent *h,er .money but got scared. , She wanted her 

money back, even though they had d contract for two years. What . 

other, prpbiems, do you imagine could happen whfen you borrow money from 

friends? How tan yo», avoid some of« those problems? ^ 
/ « 

2. An investor is a person who puts money into a business for a percen- * 
^tage of the prof its— in "other words, >a gambler. A "lender" lends 
money for a 'much smaller percentage and expects it to be returned. * 
,Which person would you like to get money from? 



29 



32 



Group Activity 

i t * % 

J • R0I6 play a situation between John. Persons, computer programmer, and 
his' wealthy aunt. John 'is hoping to get". '$5,000 ^rom her to start his own 
software* design business. The terms of the lpan are negotiable. One 
student should take the part of John, and one student should be the aunt/ 
Afterwords, 'discuss how/^ach student glayed his or her part. 




To help yo\i choose the pe'ople who work for you. 

Objective 1: List the information needed on a job 
description. ■ • * 

& F 

Objective 2: Choose the best person to work at your 
service from a list of three. 

Objective 3: List two ways to put your new employees 
at ease. 





— — v 

/ 

«4K)VING TO THE BIG TIME 



Carot talks about hiring someone. "Many software com- 
panies consist of a self-employed owner wljjrdoes'n' t ever 
bother hiring employees. These pepple start Out by them- 
selves and stay that way forever. When t decided to hire" 
another 'person part-time, it was hard for me to figure out 
why I wanted to do it* I mean, I was handling all tb& work 
myself — and doing fine. 



"The worst part of 'the entire business is laying out 
the user's manual and designing the flier. 4 I, know a "good 
idea when I see it, but I don't know how to put it together 
myself. I also wanted someone Who knew a little about com- 
puters who could at least field questions about the pro- 
grams. At first I didn't like advertising, but I got used 
to it. . • 

"I also" wanted^some company. After eight or ten hours 
on t^e computer, the big numbers start square dancing and^ 
the little numbers start to disco. 'Just being able to turn 6 
around and talk to someone is, a big help. 

"I decided to try to find a bright high school student • 
or someone with some college education. There's some 
'teacher* in me. I wanted someone I could teach. I , • 
thought a little layout and design experience would be 
helpful. * • 

"I also wanted someone who had an interesting hobby or 
an exdtic life, 'something that made the person different 
from me. When you work with people, you learn a lot about, 
each other. I surely didn't want a carbon copy of myself! 

"While all this seems like a lot to expect, I knew 
► there must be sQmeone out there I could hire. When I did* 
find someone, Claudelle, I had more time to program." * 



33 35 



f 



{ 



Being in Charge 



Hiring People to Work for You — a Big Change 

Many successful software companies are run just by one person. Peopl 
operating out' of their home 'usually do it, this way./' They work for them- 
selves and have no* employees. But if you find yourself working later and 
later every evening and keeping your lunch to a 10-minute yogurt Jbreak,-, 
it may be time tp, hire, someone else* The^added advantage is t'hatyou 
wiU be able to do the kinds of things 'that only you, %he> btfner, can do., 

' You can take some time to re-evaluate the^market, You^gan tt}ink about 
new prcrduots. Andy perhaps, you.can take : a Uttle vacation without ^ 

v coming back to a mountain of paperwork. * ' * 

** 

As you* probably know, there is 'a lor more to think about when you' 
become an "employer," or a boss of other people. There i,a more paper- 
work—social security, income tax forms, pay checks', hourly reports. For 
another thing, you have to learn how to M lje in charge." You ha've to 
decide hours,- pay wages, and benefits and .handle employee problems. ^ 

t Most companies pay by the hour. An average is $V$7 an hour^for a 
beginning layout assistant, depending on experience". Benefits are up to 
Tyou. While you can get away without paying sick l^ave and vacation pay, 
these are no longer considered "extras." You may want to wait for a 
trial period to make su*e the new person Will work out. > ' * 
* c 
Then,* of course, you have to establish, an employer-employee rela- 
tionship. That's differ^&t J5rom being friends because you, and only you, 
ate the one responsible fjor- the success of: the business. When Someone' 
does a poor job, you have to be able to teil the person. It is hard to 
do that if you see the two of yoa as "friends." 
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You have to deal wit;h people asHflng for raises, or quitting, <^r 
always being late. All business owners handle these issjues differently, 
but how* you do it can make a big difference. 

Who Will Fill Your Needs?~Writing the Job De scription 
: " ~ ~, 

The first step in hiring someone i^ to write a job description . 
Listing the qualities 'you want in an employee is a good way to begin. 
This is -the list Carol wrote when she was looking for her assistant: 

1. must have some programming "experience in r 3ASIC; * ^ 

2. - must be able to type and help with layo#t aqd design of user's 
• manual; 

3. must answer the telephone and^do general office ^work as needed; 
* and • tm ^ % ' 

4. *mu8t be friendly. & $ 

Here is the completed job description Carol wrote. 



FULL-TIME. POSITION AVAILABLE FOR" LAYOUT ASSISTANT AND GENERAL ' 
OFFICE •WORKER FOR COMPUTER SOFTWARE COMPANY 

9 

V > 

C j • ' 

Duties: Help lay out'and design user's manuals, 'answer tele- 
' phones and field questions*, and £o other general office 

' work'. f 4 

Requirements: Must be able to do simple layout and design 

work. ,#u£t be .able to type 40 wpm. Must have some 
knowledge *bf programming in BASIC. 1 
. Personal: Must be reliable. Must like a friendly office. 
Salary: $5.50 an hoifr (negotiable)' , 
Hours: 40 hours/week (fl/exible) " ^ 
Job-^h^rTng is possJ^e. , 

Slick Software, Inc. 
Carol ihibin 
449-8876 

: — — i 
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<> ' Eeny-Meeny-Miny WHO ? 

Selecting the right person results from a careful examination of 
those trtio apply. Involvihg someone who hafc more business experience 
o than you do can be very helpful. Your decision should be based on 

c 

~ information you get from: 

1« the application form; * ■ 

2. your interview with the applicant; and * 

3. the applicant's work references. 
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Training the New People 



Once you have chosen someone, the training. process -begins* If you 
can remember what it is like to start a nfew job, you probably will be a 
good boss. If you are like most people, you were slightly (or more than 
slightly!) nervous. It seemed as if there was too much information- to 
remember, and too much time to forget it. You had a lot of questions 
and felt a°little silly or somewhat stupid askii(g* them. 



Give your^orker something simple to do, not your most important' 
advertising fLier to design. Don't peer over the employee's shoulder, 
but check his or her work from time to time. Also, talk about careful 
work ideas more than speed* 



A Last Word 



Although being a good boss is only one of a business owner's respon- 
sibilities, it ik central to success* You have tq^ work 'at "keeping your 
employees hapipy" everyday. This relates to giving elear instructions, 
reacting to their work perf ottteince, and handling conflicts. When the 
people who work for you feel go^d abo*Ut their0*ork, you will discover 

the personal rewards of having your own business. 

f 
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Summary 

As a business owner, you may 'f ind'your self overworked and need to 
hire an employee. To find the right person, you will heed to write a 
tfob 'description, which includes duties, requirements, and salary. You 

ill need to look at completed applications, ch$ck work references, and 
have interviews before you. decide whom to hire. 

. • r 

You will probably be a good boss if you train your employees well 
and keep communication lines open every day. 
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Learning Activities 
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Individual Activities 



1. Carorsent her jpb description to the local ^igh school and junior 
colleges because she wanted to work with young people* flame two" 
other places you can advertise an available ^position. 



.2. Carol did not put her address- on the job description. *Do you *hink 
this \<as a good idea? Why,*or why not? 

3. Carol said^ she wanted someone with an "interesting hobby' or exotic 

life." Would this be important to you when hiring a person to Work 

^or you? Why do ypd think this is important to Carol? ; % 

i — 

»* 

4. Here are »the applicat/ons of three people who applied for »a job with 
your company. After you spoke witjh each of them, you wrote down 
what yq>u had learned in the interview, /if this was ail you had to 

« go pn, whom Would you hire? Give reasons tor your choice. 

If ' . ' * 

Name: ' Sharon Shasta " ^ 

Education: Graduated f roni Union High~School / 

'Business major, one year of programming 

Work Experience: .One year— sales clerk in a hardware store 
One year — busgirl in a restaurant 

Math Test: 82% ' 

Personal Characteristics: Very outgoing. Some design 

* . experience. x Average_handwriting. 
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Name: Roberta Barth 

Education: Graduated from. Union High School 
Math Majoj 

Completed one year of junior college" 



Work Experience: None * 

Math Test: 96% : 

Personal Characteristics: No design experience. Very eager to 

learn. Very shy. Good .handwriting 

Uses wheelchair. , 



Name: ^ Sue Chow A. 
" Education: Seniox; at Union High School „ , # \ 

m "**-^ ' 4 Math major — 'two years of ^special programming clas.ses 

Work Experience: Cashier and bookkeeper's assistant in small 
' \ clothing store tor two years 

Math Test: 100% ' X* * - ' - 

t Personal. Characteristics: Missed 20 days of school due td 

, v : tillness. . Good handwriting. Paints 

'porcelain figurines. Father owns an 
a .Apple. II computer. 



Discussion Question^ 



1. Xour new employee* is doing a -great job. *£ou have noticed lately 

that he is very friendly on the phone with oue of your store 

* y * 

oyners./ He keeps asking you about her. She also seems to be 

, interested in him. .How do you handle it? 



2. After v *going over some of the layout work of your new employee, you 

notice, all the photographs are the wrong size. She is just about to 

leave for the day, and you knofr that, she has an Important date that 
evening. How do you handle it? \ 



3. Carol was, willing to have her new employee job share— this means 

that two people could work part-time on the same job. Can you think 
of advantages and disadvantages *to this type of arrangement? ' 



Group Activity 

• How would you fire someone? "Goo<i'-bye" is usually not enough. Many 
people have realized, after they have^ let someona.go, that they created 
a lot of bad feelings when they didn't have to. As a class, write a ' 
list of "Do's" and "Donets." Here are some questions for ideas.' What 
would you 'do about termination pay? How much notice would ypu give? 
Would you tell the, person why he or she. Was being fired? ' 



< 



UNIT 5 

v; 

Organizing the Work 



To help you organize the work of youi& software 
design company. 

Objective 1: * Li s t. the five Steps in designing 
program. 

i 

Objective 2: List tftrpejf actors' in deciding on 
work schedule. ^V^^ 
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TO MARKET, TO^ MARKET 



Carol talks about What the business looks like on a 
day-to-day basis. ^ 

"When I am "asked what I do on a day-to-day basis, I 
usually invite the person asking the question to fiave a 
seat and ,watch me. Sometimes I feel like a yo-yo, or maybe 
it'! more like an octopus. In one day I might do -50 or 60 
little things. Or I might spend five or six hours (o*r five 
or six days/ or five or six months) workiHg out one little 
bug. I- get interrupted by the phone, by the*<iporbell, and 
by the street cleaners who don' t realize that I'm trying to 
work. 

"I still have a 'self-contained' business. That means 
that I dp everything. I decide yhat I want my new program 
to do, program it, write the manual, and get it packaged. 
I do tfie advertising, sell and distribute it, and- take the 
telephone calls from users who are ha ving* problems. 

*- "Many programmers like to turn parts of the operation ' 
over to other people. But "there are still people like me 
who can manage the entire operation with the help of 4cey 
assistants and not have to divide the profits. I happen tg 
like running the whole business, but I ixive can't produce 
as many good programs as fast as programmers who simply 
give the program to software publishers to handle all the 
production and distribution. 

"Part of doing the work yourself is deciding to sfay 
small^ which I have decided to do. I don't want to go out, 
hire programmers and office people to work for tne>v and make 
millions. I want to give good service on the progrips I 
have s^ald. I want to continue to> think about new uses for 
•the personal computer, and. I even want to write the adver- 
tising. Some software companies are growing so fast that 
they quadruple ^their employee^ from one year to the next. 
Not me." , ^ 
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Organizing the Work 

t 



Just what tasks need to be* done to .get a program package on the mar- 
ket and in use by customers? There are four main ones:_ (1) writing the 
program; (2) putting the package together; (3) finding customers; and 
(4) providing service to those who buy. -v 



Writing the Program 

When Carol started writing her* first program, The Complete Mailing 
LiSt , she had no idea about how. to get it on the market or how to make 
money fhrom it. She did, however, ^kndfr about the mailing problems that 
many small businesses have^ And she* knew how* to write a good prograril. 
Here i's what occupied her evenings and weekends' for the year and ^h^lf 
£hat it took to complete the program., * ✓ ? 



, Define the problem . It took Qarol two months to design a program 

that would solve mailing lis^ needs for a variety of users. She wanted 

the program to be good for %. person without any computer experience. ■ If 

> 

the users entered incorrect data, Carol wanted the program to tell them 
why the data were incorrect and how to change the input. - She wanted 
"format-free" data input so the users would not be bound by a lot of rules 
just to' enter the addresses. In programming language, she was deciding 
input and process. *' 

" ' r ■ . . . • • 

Research the problem* ' There were lots of mailing list programs 
already on the market. Carol bad used two of them in her work. That was 
part of the reason " she decided to try to 'write one of her own. She went 
through all the successful ones to m$ke sure that hers would coffer more 
choices and be easier to use. She also spent* time looking up software 
literature; There are many indexes of available algorithms, just like, . 
indexes of different, books.* An algorithm is a problem-solving series *o£ 



operations. You can think of it as a "recipe." If there was an existing 

algorithm, Carol wanted to use it. This task took three weeks. 

» 

Diagram the solution .. With all this information Carol could now \ 
organize her program. She could write the steps the computer would go 
througH to get the desired output. This is Tcnown as writing an outline 
and drawing a c flow chart. This took another three months. 

Code the pgpgram . This, is wha£ most people think of when they- pro- 
gram. It is actually writing the specific instructions that the computer 
will follow. This activity took six months to complete. 

Test the program . Every program has bugs in it. Th£t is why testing 
the prograp is called "debugging." While it is impossible to check for 
every posS^ility, Carol ran gofcd data and bad data. She also ran a com- 
bination of both to see what her program m would do with the input. She 
had it tested with several people who had neve* used computers before but 
wanted to incorporate- them in their' businesses. Tnfe testing period took 
another si# months. 



Putting the Package , Together # " 

\ 

When Carol was finally convinced that her program was a good one, sh^ 
wrote .the manual. This is what c the user needs to .know to run the pro- 
gram. This is where Carol first* learned about advertising and marketing. 
The manual is the only thing the user can "hold" in his or* her hand. For 
some people, it is more real than the program itself. ( Even, though your 
program may be great, you will want your manual to look as professional 
as possible.* . 

•• " ^ ' * ' ' / 

Carol designed a small looseleaf notebook with a pocket in the back 
for the guarentee. She also designed a, cardboard reference card for the 
user who understands the program but may -forget the formatting commands. 
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Between writiljg the manual, laying out the pictures and the typing, 
Lng arrangements with the print* 
Clau<f&lle worked about* two months. 



making arrangements with the printer, ^nd designing the cover, Carol and 



Arranging the Distribution j 

Carol an$i Claudelle distributed The Complete Mailing List together. 
« * 
They wrote the ad for the computer magazines and the fliers for the com- 

putej^ stores. In addition, they called the *ad departments to get prices 



at*4 format requirement^ This work took about one month. 

Carol also attended two computer fai^rs and sent her flier to more 
than 200 computer clubs apross the ^Suntry.* 

Orders for the program started arriving — slowly at first, perhaps one 
'or two per store. Within two months she /as* getting re-orders from some 
stores. This became an oft-going process. Every morning Claudelle would 
spend at least one hour packaging and boxing the programs, typing the 
bills, and doing other bookkeeping. ' * % 



Providing User Service , , 

i * 

A program cannot ever be tested *in every imaginable situation. Users 

may do something the programmer never thought possible. Thus, a good 

software company will offer complete service and user updates. This means ^ 

that Carol has to be available to the people who bought The Complete 

» * — — 

jlailing List to answer what sometimes may seem like silly questi6ns. At 

other times she learns from her users how the program can be improved. 

She writes "updates," short letters to the users afcout HoW to make the 

program do more and how to avoid certain, mistakes others have made. In 

them she includes the information given to her 'by the users. 



v 



What the Day Looks Like — the 'Great Juggling Act 



Deciding which of the many tasks should be done first is one of the 
hardest* jobs of being an owner. Even with just one employee, Carol had 
to figure out how she was going to divide the work. ' Here is a list of 
rules, or a daily checklist that she came up w^th. It was baaed on her 
most productive time, t;he abilities of her emplqyee, and the time sched- 
ule of the businesses she deals with. * 



Morning 
Claudelle - 

Clai^elle 

Claudelle - 



Carol 



Check calendar for the entire week. Meet alL advertising 
and trade show deadlines. ' /' 

Process all incoming orders. Write invoices and send 
programs. 

Answer all service \alls. Refer to Carf>l only those calls 
that are emergencies. 

Work until noon on programming, debugging, developing new 
projects. 



Af tgrnoon 
Claudelle 
Carol 



Carol y 



Work on advertising, layout, *tc. 

Wrijte letters, schedule appointments with computer stores, 

distributors, etc. ^ 

Answer service calls. j 



Many things interrupted this *rdtltine. Yet, it wa^ the "standard" 
schedule used, and it allowed Carol to use the morning for creative work. 
This was her best time to think. . * > 



Summary 



These are the tasks to be done to get a program on, the market: krite 
the programjfget the package tpgether;, arrange the distribution; and pro- 
• vide the service. To help you in your everyday work, it is a* good idea 
to arrange some kind of schedule for yourself and for your employees based 
on time needs, ability, and business schedules. 
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^ ^ Learning ^ctivities 



Individual Activities 



«^ 4 

1. List the five steps in designing a program. 



2. Carol spent three weeks looking up existing^ algorithms. What are 
algorithms? Why was this a^ good idea7 , 6 

3. Why do you think Carol. tested her projsranTwith a combination O^Cod 
and bad data in one inp^J;? ' , * c 

4. Clau4elle answers most service calls fc in the morning . Carol answers 
most of them in the afternoon. Can you think of at least two reasons 
why this is a good idea for them? * • 

0 r - 

^\ Why^dfl^.you think* Ca,rol toj.d^craudelj.e to check the calendar for dead- 
^ lines firsts thing-' every day? j| 

i r *-.« ' , 

. ° • •> .„ • • ' V 
Discussion Questions . 



1.. Programmers will tell you.not t^gjtake* out "advertising space before a 
programming package is complete. Lbokt^g afc' the? amount of time. Carol 
spent testing The Complete Mailing List , can'^ou tell why they give ^ 
this advice? ^ 



2. One expert programmer giVes the advice *of keeping a programing • 
* , diary'. In it you would write the time you spent on each part of the 
programming, the reference tools you us^d, and an explanation for * 
each program segment. How do you thijik t^us might be' helpful? 



Group AfctiVity 



Here is a list of some of the tasks Carol had to do in one week* 
(Imagine that they all took approximately the same amount of , time.) 
Because of illness, she only had three working days. She had to postpone 
three tasks until the foll(£wing weekl Choose which three would make the 
most sense to* postpone. Next decide in which or^er the other tasks 
should be done. Defend your answers to the group. 



1. 

2« 

3, 
4, 
5, 

6. 
7. 
8* 

9.' 



Read the morning mail for the days she was sick 

Talk over the advertising strategy on the latest program with 

Claudelle 

Talk with the landlord about tbfe recent rent hike 
Return call to a dealer who didn't get her latest shipment 
Return call to print shop; printer cannot get the kind of paper 
Carol wants for the new manual 

Work out some of the final details for the latest program 

Wri-fce the paycheck for Claudelle ** 

0*fW new invoices (she is down to her last 20) 

Call a new computer: ,newspape,r about advertising costs 



UNIT 6 



Setting Prices 



> 



1 \ * 



^3oal: To help you set prices for your programs. 

Objective 1:' List three things to consider in 
getting prices for your^programs. 

Objective 2: Lisf two reasons to charge higher 
price 8* 

■ } 
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JUST WHAT IS A GOOD PROGRAM .WORTH? 



4 X 

5 n 



Carol gets a funn^look on her face when she talks 
about setting prices. "Setting prices in this business is 
really crazy* In crdTer businesses there is a certain cost 
of running the business. The product that is manufactured 
is sold ^or maybe twice as much as it costs to make it. 

"Th^s business is very much like the book publishing 
business. You have to set your price according to the 
going rate, not according to how much you think it's worth. 
The going rate is the amount that people will pay. For 
example, the going* rate for a paperback might be $3 to $5. 
How much money the publisher makes depends on how good the 
book is. The publisher can't expdct one reader' to pay the 
writer and the publisher the entire amount it cost to get 
that bopk published. Both.- the writer and the publisher 
take a gamble that the book will sell enough copies to make 
the cost of producing the book plus a good profit. 

"A good business package like The Inventory , with 20 
programs In it, will go for about $150. But remember, this 
program will take care -of keeping track of all the inven- 
tory for a small business or a large department of a cor- 
poration. Ttfe little computer games that are sold for home 
use go foj: $20 to $30. 

v To make matters worse, a^ there are -mare programs on 
the market, the price will go down. But as computers become 
more popular, you Vill also be able to. more programs. 

"A lot of people don't take the timP^vfind out if 
their program is good. They just write* on&^and, sit back, 
expecting to collect a lot of money. It's not that simple. 
You §re really gambling. You have to be ready to suffer 
some losses as the market changes. °« - " *• 



"I did -what I thought was a great medical accounting 
package, ft was going to help doctors with their billing. 
When I tested it With abilling clerk, she 'much preferred 
the program she was using. Three other clerks felt the t- 
same yay. They all said" that my data entry system was tdo ./ 
complicated* Eventually I decided to scrap the whole thing. 
Six months' work — down the drain." 
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Setting Prices 



You have a great compute* chess game. Thi* one t is different from the 
others in the field because it can switch sides with you and' can play at 
five different levels. Also intluded in it are great championship chess 
problems. How do you set a price fot it? 



The Questions to Ask 



All design company owners goes about setting prices for their soft- 
wdre programs in a different way. Everyone, however, wants to make enough 
, money to stay in business antf go to a movie once in a. while. These are 
the four most important questions to ask in determining prices. 

• What do others charge for similar programs? 

• Who will be theuisers of this program?* 
. • What are your expenses? * 

• What will be your arrangements with tfie s£ore owners or the dis- 
tributors? ' ' 



What Do Others Charge?— What Will the Market Bear ? 



Go to your local computer store and look at the, cbess and other games 
available. If they s611 for abput $15, you, are not going to be able to- 
ask much more than that unless your game is very special. 



Who Wilj. Be~ the Users of This Program?— What is Your, Targeted Market? 

V 

The users $f your chess program can be all the people who "own a 
personal cpmputer. Many of these peopU^paid under $1,000 for their 1 



computer. Your targetecTmarket is not large corporations, doctors, or 
tax accountants 4 . lir'you want your program to sell well, you have to 
*ytXX<&JCt accordingly, * • 

Let 1 8 say you have devised % an accounting program "that will replace 4 

— . _•«*■ 

three billing clerks, four mailroom assistants, and two secretaries for a 
large drug .company. % You can charge a lot for this kind* of program. 
Three hundred to four hundred dollars is not unusual for such a program. 



What Are Your Exp,enses?~What Is Your Break-Even Point? 

* 

v Every business has bills.' Just what does it cost for you to be sit- 
ting at your computer every month? How much do you spend on Advertising? 
On mailings? ' What about the cost of your answering service? * 

When you set a price for a particular program, find out how much it 
cost you to get that program out. Then, you will be able to^^lgure what . 
your bfeeak-even point, is., The break-even point is, the amount you^have to' 
bring in from sales ju$t to cover all your cosfes. "This* Will give you an 
nWeanof* how many copies of a program you'll need to sell before you start 
making. a profit.* V* - 



\ 



* It took Carol a year and a half of weekends and evenings to write The 

& ' . **"*"* 

Complete. Mailing ULst * She decided that would be about six months if she 

X » ° ' v - f 

worked full-time. Here is*a list of expenses for .that six-month period 

■\ * « 

of time. . 1 " 





Rent on tfie garage (she 'took 1/4 of the rent of $ 450 

' * .< • 

her house and tkiultipied it by 6 for '6 months) 

Salary for part—time assistant (ilOO/week for - 2/400 * „ 

24 weeks) * % ' % 

Answering service for 6 months 180 

Printing costs of flier and manual v 150 

Paper and 'supplies -* ' « 100 " 

Telephone 60 . ' 

Packaging \and mailing 1 w fc * 80 
\ * , TOTAL i v "$3,420 

•'A ■ - 

When Carol adde^ all her expenses^ she realized it cost her $3,420 to 
write her progranj. That did not include any salary for her. Adding * 
$l,000/month for her salary, she figured .that her "program had to make' 
almost $J0,000 to be considered a success. How many programs would she 
have to sell at what price to bring in that much money? She f'igured^4l50 
was the most she could charge and still attract customers. * At $£M) each, 
the program had to sell at least 65 copies. Jhe 65 copies became a magic* 
figure when talking to dealers and distributors.* Once that number was 
reached, the money from th£ rest of the units sold would become profit . ! 



What Will Be Your Arrangements with the Store Owner? " > 

..... ....... 0 

When pricitig, you must also remember your arrangements with the store 
owner. Usually a store owner gets between 25% and 40% of the asking (or 
retail)/ price of the package. That is called the "price break." If you \ 
give your program to distributors, they get 10% of the price you are 
asking* as p&yment for their services. ^ 



Riding on the Price Elevator 

Going u pn You can charge a higher price for your programs if you 
havfe prestige and a particularly good reputation. What gives you a good 
reputation? Writing good programs will^do it. Once you have a group of 



users who are pleased wi<th one of your programs, you can charge more for 
your next one. If your program is the first of its kind to take^are of 
a particular problem, you can charge more for "that. If your program is 
particularly ea^y^to use, you can charge more than for a -similar program 
that is more difficult., In other word$, if your program is in any way 

special?, you can charge extra for its special features. 

^ . » 

Going down .*. Your program may become obsblete. There may be lots^of 
other programs similar to* yours, ^he number of computers being sold may 
go down. Then you won't be able to get as much for your program. The 
general state* of the economy may be such that; people are not buying your 
particular type of program. '• Then'you must make the price low enough so 
some users will be tempted to buy. • 



Summary ^ 

« 

' Setting prices depends .on:* (a) what others charge; (b) who the users 
will be; (c) ?what* your -expenses are-; and (d) what your arrangements with 
dealers and distributors are. The price can go up if your program is 
special. The price-will gjo down if there' is a lot of similar programs , on 
the market • or. if people are simply not buying. * * 



' \ Learning Activities % 

m 

Individual Activities * 

1. What is the break-even point? * . ^ 

.' '.. . • \ 

2. Why does the targeted market haye an influence on a programs price?^ 

I 

3. What are two reasons to charge mor§ for your program 7 

■ ■ . • ' ■ ; - ■ 

4. What U the "price-break 11 ? 
Discussion Questions 

v 

1. It has been said that pricing in the software business is very unpre*- 
- dictabJLe. Can you come up with some reasons for this?> 



2. Some software companies have triced to offer the lowest possible - 

prices. What type of market will turn away from these programs just 
because of their low prices? ' - ' -» 



'Group Activity 

SpUt into, three groups, Have each group be in charge of a different 
type of program: , > 

].•*■ educational; 
4 2» games; and ' ^ ■* 

3. business7related. 
Look at ads in computer, magazines and discuss various prices advertised 

in them. Are any of them much v morfe expensive than the* rest?' Can .you 

* * • 

guess how the various prices were set? How much does reputation of the 

• - tf 

company enter into pricing? 

* 58. -*' 
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UNIT 7 



Advertising and Selling 



/ 

V - 

Goal: To. help you* learn different ways to advertise your 
. business. 



Objective 1: List the five steps in getting a i program 
into the hands of the user. 

Objective 2: Pick a good way to advertise computer 
programs* * 

Objective 3: Design sk trade magazine ad for a 
, program ♦ 



•/ 



/ 
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GETTING THE WORD OUT 



For Carol, advertising and selling were the inost diffi- 
cult skills* to learn. 

* > 
"The software business is mucli like the jewelery busi- 
ness* I leaTned this, from friends who *mak£ goldcast ear- 
rings. You have to find stores *ybo will sell your product. 
Or you have to find distributors who have contacts all 
across the country, and will promote your stuff. You have 
to take out ads in the trade journals. Fojr me, a program- 
mer who really much prefers the programming end of things, 
going out and meeting all those people was hard at first. 

"I kept thinking that someone should do this for me. 
Sometimes I thought that if m^ programs were really good, I 
wouldn't have to be bothered with designing an ad $ or with 
calling up the magazines andfcinding out advertising rates. 
People would,, call me once the word got ou*t tha^t I -had a 
good program. You know the saying, 'Build a better mouse- 
trap and the world will 'beat, a path to your -door. 1 That's 
how I thought it should be. 

"It wasti't. I found that in order to "sell programs, I 
had to talk to people about them.- I spent two hours demon-" 
strating the finer points of The Complete Mailing List to 
one dealer. I spent the better part of two weeks designing 
the flier for a° stock- market program. I spent -two mornings 
on the telephone ^arr^nging a booth ^t 'the West Coast Com- 
puter Taire. _ 



"But I learned. Some silly Reporter called me a week 
ago for ail interview about what it's like to conduct a 
business from your .home. -At first I wafc going to say no,' 
thinking that it yas just going to waste my time.,. It was 
my assistant who. convinced me that a little free publicity 
wouldn't hurt. I^did get one pehone call f rom/ Someone 
interested in my ^programs" just from that article." P\ 



/ • 
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\ Advertising and Selling t * 



A . 

To Market . . «. to Market . . . jf 

Every company needs people to buy its products. Computer programs 
can -take different routes to get into the ha/ds of users. Here ,a re the 
basic steps. 

1. Create the program and write the user f s manual (also called docu- 
mentation). ^ 

2. Manufacture the diskette or tape and the manual. Get the package 
s 0 ready ipr mailing. 

3. Sell the package to computer stores (at the wholesale price). 
ki Seil tJhe package to individual tfsers (at ;'the retail price). * 

Some^ programmers stop d step one. They want nothing more to d& with 
the program except^ to sit backhand collect "royalties." Royalties are a 
certain percentage of the retail price- —usually about 10%. 'For every 
step the programmer turns over to someone else, he or she has to give up 
a share of the Retail price.* If ybu decide that you would like to stop 
at -step one, you would find a publisher to manufacture ^the completed 
\package and distribute it to computer stores (steps two and three). 

iu may want to get -'the package together yourself (step two). You . 
may* wank the program to look a certain way wiien it gets oq the shelf. 
You may wattt to order the notebooks or s print thfe manual in k certain 
style* Bu.t suppose you want nothing to do with going out and\getting it 
intp the stpre^N/step* three) . In that case, , you jgouid^need a distributor 
who has contacts oyer a large area- (sometimes covering the entire coun- « 
try). The distributer jwould contact the $tores for you. * For that*- he or 
she would get about 10%\to 15% of the retail price. 



If you decide to do the, first three^steps, you'll get more'of the 
prof its. You will have to contact the stores yourself; you can make 
deals in which you would get to keep 60% to 75% of the retail price. 

A few software companies doVt'even bother with computer stores. 
They sell only through computer magazines and newspapers (step four). 
You can try that also. 

If "you 'decide to do all four* steps yourself — develop, manufacture, 
and distribute your programs — as Carol did, you will ne€cfto know some 
advertising techniques. 



_. ? 
An Ad in the Tirade Magazines ' 

'"The trades" are magazines that deal only* in computer hardware and 

software. Most of these magazines ate less than 10 years old. Byte is 
y ~m+^ — — 

the oldest. Others include Creative Computing , People's Computer , and 

0 

Personal Computing . There are also newspapers like Inf oWorld that are 
Aimed at computer users. 

These are the common parts of ad: 

headline — the largest letters are eye-catching; 
illustration — a drawing, also known as the a# visuals?" 
copy — the words you use; V 
layout — how you arrange the ad; arid 

identification- "- the name of your cpmpany and where the software 

can > be obtained.'. , * , . ~ 

* 5. 

In your ads you must tell p&ople^ 

tihe name of your company and your program; 
. . the problems your program is designed to take dare of; 

the, technical specifications (also known as the "specs"): 

specs indicate which computer the program .can be used with, 
i\ which language is necessary for programming, and whrft kind of 

input is required fbr what kind of output; and 

63 
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the unique* features (how wonderful the program is; how special 
and easy this program is to use). 

The Press Release 

> Whenever you develop a new software" program,- there is a way to' get free 
advertising. And^tliat is to issue a press release. It is sort of a "birth 
announcement" that you send to all the trade magazines. You include a copy 
of the program so that their reviewers can run. the program. Then they will 
give readers their opinion of your program in a column or article about 
"New Software." Hopefully, you will get a good review. 



Direct Mail 
( 

Direct mail -is advertising that you s^nd out through the mail. It 
can be a brochure, a letter, ot even a postcard. Carol was going, to send . 
out a letter announcing tier new stock market program when she found out 
how cheap newsprint (the paper that newspapers are printed on)* is. She ' 
designed and wrote an feight-page newspaper and sent it to all her present 
users and store owner's. In fact, shejiad 2,000 copies printed so she"* 
could senff them out anytime someone wanted^^^talogu^ * 



Computer Clubs and Computer Fairs 

Computer clubs are. much like CB radio* clubs. People get together and 
j||iare ideas ^bout their home computers • To spread the wor4 about your " k 
programs, you can Write or visit them. 

You can also set up a booth to show off your product at computer fatirs 
such as the West Coast Computer Faire or Computerland 1 s dealer convention. 
This will probably involve traveling - . You will wgp t: to include money for 
this in your budget. \ 

.64 . . - 
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Smhmarys 



There are Sour steps to getting your program into* the hands of 

<* r **** 

users: designing the program and writing* the manual; manufacturing the 

diskette or program; selling it to the computer stores-; and selling it to 

individuaj: -users. Advertising possibilities for computer software 

include putting ads i n trade magazines, writing press releases, sending 

out direct ma i/ advertising, and making contacts .with computer clubs and 

computer falflsT 

f T 
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Learning Activities 



Individml Activities 

- — f. ■ \ 

1. List the, f Jur steps you have to take to get your program into the * 
hands of a user* 

2. If you decide that you want to do only step one, whom would you need 
to contact to take care of the rest for you? 

t 

3. What does .a distributor do, and how much 'does he or she get paid to , 
do it? 



4. What is the "copy" of an ad? * 

5. What'is a press release? 



Discussion Questions _ t " 

• \ . , « . . . 

1. Bring in several ads for ^if f erent .computer programs. Which' ads do 
you feel are good? Whlrctrones are not?- From your opinions, decide 
as a class what; makes an ad good? -> \ ^ . \ , , 

2. Most advertising assumes that the "general* public" knows something 
about the product and how it can help- them live a better, happier, 
easier life. Advertisements do not,, for example, have to tell, con- 
sumers that they need toothpaste. They 'only have to convince con- 
sumers that their toothpaste is the best. Discuss why this* is not 
true for computer programs. How would you go about educating the'** 
public* about the use: of computers in general? 



Group Activity 



Develop a half-page ad for a computer program (for example, the prod 
uct you designed in Unit 1). It should include all the parts of an ad — 
the headline, illustration, copy, layout, and identification. Include 
artwork — it doesn't: have to be professional. Don't forget to use color 
and be splashy and eye-catching. Experiment with different borders and 
different kinds of letters. 
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UNIT 8 



Keeping Financial Records 



4 



Goal: To help you learn how to keep financial records for 
' your company* 

\ 

Objective 1: Fill out a bill for a customer. 

Objective 2: Fill dut a.daily cash Sheet that 
records money coming in and going out of the 
business. \. 



N 
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KEEPING FIN^NCIAJ, RECORDS 



Carol gets down to the business part of the company. 
"You would be surprised at how mucti paperwork I have to 
take care of. Look at my checkbook. First there are all 
the supplies I'.ye bought — the diskettes^ and tapes, the 
newsprint, the notebooks. I have to write a payroll check 
to Claudelle. You have to keep an accurate checkbook or 
you will be bouncing checks — not to mention having quite a 
fevj people angry with you.* 

* "Most people hatte keeping records, writing out the 
v bills for the computer stores, and keeping track of money 

coming in and going°out. "I 'do it' on the computer — why not? 

The program I have allows mq to just plug in the numbers. 

It is programmed ^to make out the monthly balance sheets (a 

list of income and .outgo f6r 'the month) showing how much I 
-pay my workers and how much^i paid for my supplies— even 

down to the last paperclip: 

"When you pay attention' to the books, you learn a lot 
about how successful your bti^iness is*. I keep track of 
every deal I make With the computer stores. I also keep a 
record of, how much each diskette costs. You can buy them 
for $3 to $5. Usually the more expensive ones are better 
quality, but-^not always. Sometimes you can make a deai * 
with the supplier. If I didn't keep track of this, how 
would, I know if a certain price, is a good one?" 



1 



eeping Financial Records 



k 

Keeping financial records is a must for any business. It begins 
before you produce your first program. In this section you will learn 
how to bill your customers so you can get paid for your programs. You 
will also leanr'ho^ to complete a cash sheet, which records the moqey, ( 
coming in and the bills paid on a given day. That does not cover all the 
, records you will keep, but it will give you an idea of what it is like. 



How to Bill -a Computer Store 

j 

Khenever you send out a shipment of programs to a store, you will" 
include, an invoice . This is a statement to the §/tore owner telling her 
or. him what was sent, when it was sent., and how much it costs. ■ Many com- 
panies also use the Invoices as their bill. 



. ^ Computer Ways, a store Carol sells to regularly, tfrdered eight 'copies 
of / The Complete Mailing List . The two different prices that might be 
listed on the bill are: 

• the wholesale price — the amount Computer Ways is going to pay to 
m . Carol's Slick Software for each program package; and 

• the list price—the price that Slick Software suggests to Com- 
puter Ways to charge to its customers. This is also called the 
"suggested retail price.," Carol needs to da this so store owners 
will know what advertisements say the program costs, then they 
can offer discounts. 

Here is a copy of Computer Ways 1 bill. 
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CUSTOMER BILLING FORM 






(Customer Computer Ways 










o * c 

Payment Due Date: 












* 




Date 
Sent 


Amt . 


/ Item 


Wholesale 
Price 


Amount 
Charged 


Payment 
Received 


Balance 
Due 


4/6 ' 




Complete Mailing List 


! $*o 


$4cT0 




* $480 






(Suggested List $100)* 






i 


<* ■ 































To Give Credit or Not*to Give Credit?-- That Is the Question 

♦ » 

Some distributors will want to pay you "upon "delivery" <jf your pro- 
grams or C.O.D. (Cash on Delivery). Many stores will prefer to pay you 
at the end of 1 the month. In either case, you are giving credit because 
you are delivering the product before you receive payment. 



The advantage of giving credit is that it develops good relations 
with the people who sell your programs for you. They prefer to keep 
their money as long*as possible. They like to be able to sell your 
program to their customers and then-pay you out of the money they 1 have 
received. Whether to give credit is one isfcue you will have to decide^ 
for yourself. Carol decided not to extend' credit to Computer Ways until 
She had received at. least thre'e orders from the store. 



Easy Come, Easy Go— -the Daily Cash Sheet 

r If all goe^ well, you will be receiving money for new orders. ' Some 
people Will pay C.O.D. Others you extend ^credit to will send you checks 
in -the mail at the end of the month* You should keep a daily record of 
all the money that comes in from sales. 
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On the other hand, you will also have to pay your own bills. While 
you max not da this every day, you will be doing ti throughout the month. 
Your telephone bill will be due one day, and your rent will be due on a 
different day. You will have to pay your printing costs when you pick-up 
your manuals or fliers. 

» * 
The daily cash, shefet is filled qjSt/ at the end of every business day. 
You clear out the money and checks in your locked drawer, get your busi- 
ness checkbook in hand, and. fill out the following form, i On April 7 Carol 
received these checks for past credit sales. 

Computer Ways $480 * . 

Arnold Johnson 200 

Total $680 « 

. • • f 

She looked in her -checkbook. These are the checks she made out for the 
day. 

Sally Woods (landlady) $300 - 

Compuparts (diskettes) 125 » ' 

Claudelle Burns (salary) < 180 

Printers, Inc. a 5£ 

$655 

This is what Carol 1 s cash sheet looked like. * ' 







Date: 4/7 






' DAILY CASH SHEET 




Cash Receipts 


• Cash Payments 


> • 

» 


Credit Sales "\ 


$680.00 


s Salar^s 


$180.00 , 


: 


\ 


Building Expenses 


300.00 






Equipment and Furniture 








Inventory or Supplies 


125.00 






Advertising 


50.00 


♦ 




Other 




TOTAL CASK RECEIPTS 

4 


$680.00 


TOT^CASH PAYMENTS 


$655.00 
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If .you look at this, it seems that Carol is making only $25 a day! 
Most businesses, however, do not look at their profits on a day-to-day 
basis. For that, Carol wduld have to look at her yearly prbf it/loss 
Statement. That is in the next unit. She will use her daily cash sheets 
to\elp her keep monthly and yearly records. 



Summary „ • 

Keeping financial records is important s€?,that you will know how 
successful youp company is. The bill sent t f o the* stores that carry your 
product has to include what is sent, when it was sent,, and how much.it 
costs. You will havf to decide whether you are going to extend credit to 
these stores. The daily cash sh6et keeps track' of the flow of money into* 
and 9 out of your business every day* 



ERIC 



75 



< 73 



Individual Activities 



Learning Activities 



1. 



*2. 



Why do you thirtk Carol does not give credit until the third order 
from a computer store? ^ * 

If a store ordered three copies of The Complete Mailing 'List (which 
has 4 retail price of $100) and^ Carol ^gave it a price<^reak of 30%> 
how much would th| store pay for each copy? How m^ph would it pay 

altogether? " >J 

J 

Here is the information for sC bill that Carol sent out to The Total 
Computer, a store that Carol has been dealing with for six months. 
It ordered Xp copies of The Complete Mailing List with a 40% prifce ' 
break. Carol sent put the order on^April 10 and will extend credit 
until the end of ' the month. 







* 

CUSTOMER BILLING 


FORM 




Customer:' 










Payment Due Date: 






— e 




* 










Date 
Sent 


Amt • 


Item 


Wholesale 
Price 


Amount 
Charged 


Parent 
Received 


Balance 
Due 




















































— j~ 










* 


















i 't 


* 
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4. Here are the money transactions Carol had for April 15. 
received on past credit sales: 

* Alan Bekins $100 

Amy Blethen 100 * 

Computer Whiz, Inc. 280 



Checks 



Checks paid: 

The Computer Store $450 

(for a printer) 
Printers, Inc. 25 
(advertising fliers) 

Fill out the following daily cash sheet. 



Date: 



* DAILY CASH SHEET 



Cash Receipts 



♦ Cash Payments 



Credit Sales 



TOTAL CASH RECEIPTS 1 



Salaries 

Building Expenses 
Equipment and Furniture 
Inventory or Supplies 
Advertising 
Other 

TOTAL CASH PAYMENTS 



Discussion Questions 

t> • • m 

1. * Many times stores are given credit or not given credit based <iti 
people f 's prejudices. Female and minority store owners have had a 
particularly hard time obtaining cr^it. What effect do you think 
being refused credit has on people? 



2. Although Carol has told stores that she will extend credit to them 
after the first three .orders, one new store has been calling every 
. % day tp try to place an order on credit. What advice^ would you give 
Carol? Should she take the order? 



Group Activity * 

The forms used in this unit are only a small sample of the records 
small business owners^>re required to keep* As a group, list how many 




other f onns^aiv-otmer would have to fill out to keep a business running. 
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UNIT 9 " * 



Keeping Your Business Successful 



Tb help you learn how to keep your business "in the 
black • " 



Objective 1: Figure out the net profit, profit ratio, 
ratio, and expense ratio after toeing given a 
specific business situation. 

Objective. 2: State one way to increase profits in a 
business that is losing money. 

-Objective 3: State' one way to increase the number of 
Clients you have by changing or Improving your A 
service. 
* 4 



4 
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M I GOING TO MAKE IT? 

\ 

Carol- talks about being profitable. "You know, It's 1 
very exciting to get that first check. No matter how small 
it is, you have that feeling that you're successful — that 
your business is going to make it. If your employees are 
busy and you're rushing to meet deadlines, ' you never stop 
to think about whether you are making a profit. 

9 

"But profit is a strange thing. *You can produce a lot" 
of programs, be busy all the time, and stij.1 not make a 
prolit. What's worse, you may not even know t^iat you're 
losing money I Hard work does not guarantee a^successful 
business. Only by keeping really good recordHof the money 
'coming in and going out can you begin to make the ri^ght 
decisions. 

"the year my profit ratio went down I was really sur- 
prised. The Complete Hailing List had sold over 900 popies, 
and I was worse' o£f than the year it sold ojxLy 720 copies. 
Does that sound impossible? All of my expenses ha : d risen 
so drastically that they cut way into my, profits. In tjerms 
of percentage, more of my income was going into paying the 
bills and l^ss was going into profit. Most people think 
that you have tt) rais^ prices to make more money. But 

there are lots* of othef. things to do besides that. 

* * 

"First of all; you .can design a new product. You have 
to stay on top of the market — read the trade magazines and 
be familiar with new hardware. You. have to do some second- 
guessing* I had read where more and more microcomputers 
were going to be used in the schools. So I decided to look 
into the educational market* 



"My 'sister has cerebral palsy, and through one of her 
teachers I learned aboujt new developments ;f or the handi- 
capivd. That's where I got the idea for my second program. 
\^ It combines word processing with using a, joy stick (instead 
of the typewriter keyboard). This will allow certain han- 
dicapped people who have never been able to 'write' to get 
words on paper I" 



9 
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Keeping Your Business Successful 



In this unit you will learn , how to judge whfether your business is 
successful. Obviously, if no one has ordered^our ^latest program in 
three months, you're not doitig^yery well. But as CSrol found out. some— 
times a "successful" business may not be making^ax^y money either. 



The Profit/Loss Statement 



Carol, talks about fter profit/lo&g statement. .You can 4fope v , if you 
open up a software design company, that your statement will s>ow a profit? 
rather than a loss* fc ~ '* 



A profit/loss statement includes fchis inf ormatidnV' .> 
• how much people paid" ydu in cash and credit "sales — this' is called 
revenue; and v > 

.# how much you paid tpr different bills—this 'i* galled expenses . 

What is net, profit ? It ttould be wonderful if you coijJLd" ltfok at^all^ 
the. money you made and call that your profit. ' Bpt you can't. You must * 
pay all your b^lls'first before you think-of profit. Net profit, is- the 
money left over after* you have paid all "your* expenses, a ' 

0 r $t * Si* 

Net profit =* revenues minus expense.s'Cor Iticome minus bills)" , ^ 

„ 4 > , - 

Figuring your profit ratio . Once you know your net'profl^we'il * 
assume you ma(|^fconey™you r ll also want to look at two other figures to 
know just howjl^fcessful your business realjjr is. Just what percent of 
your- income endea upVas profit* and what percent ended up going .for 
expenses? Lfet's look* at Carol'^ profit/loss statement and compute her 
profit ratio and expense ratio. You can think of it like this: 

o o 7 9 - > • * 



TWO-YEAR PROFIT/LOSS STATEMENT 



Revenues 

Cash Sales 4 
\ Credit Sales 

Cost of Goods^Sold 
Gross Profit . ■ 



TOTAL 



Expenses 

Salaries 

Building Expense^^ 

Suppl ies 

Advertising - 

Other" I 

I * 

TOTAL 

Net Profit * 



Year 2 

$30,000 
20,000 
$50,000 
7,000 
$43,000 




$20,000 



$23,000 



Year 3 

$30,000 
30,000 
$60,000 
8,000 
$52,000 



$12,500 
1,500 
4', 000 
5,000 
4,000 

$27,000 

$25,000 



Carol's profit and expense ratios were as follows: 

Year 2 



_ . Net profit 

Profit ratio = ^ J 

Revenues 

Expenses 

expense ratio = — c * 

Revenues 



$23,000 
$50,000 



46% 



Year 3 



$25,000 
$60,000 



= 42% 



$20,000 = A „ 
$50,000 ^ 



$27,000\ _ , » 

$60,^000 : ^ 



\ Carol's goal was to increase her revenues and her profits a little 
each year and to keep her- profit ratio steady. She did earn more income 
' and profit in Year 3, but her profit ratio went down. This was because 
Carol 1st expanses were rising faster than her* revenues. If you compare 
her expenses from Year 2 to*Year 3, you>?ill see that she paid more money 
for, 

Salaries Supplies 

Rent + Ut ilities - Advertising - ♦ 

' Legal Advice (other) ' " f 



In fact, mosi: of Jier expenses increased. If* the economy is suffering 
from general inflation, this often occurs. Unexpected expenses come up 
from time, to time, too. **For example, Carol spent $2,000 on a lawyer in 
Year 3 to prosecute a computer club that Was pirating her programs. 

' How to change your profits . There £re four ways to make your profits 
higher: 

. • \ add new pro<|pcts; 

• increase your number of sales; 
, • raise* yoW prices; or 

• lower your expanses. 

Each bne of these takes § lot of thinking and means taking some risks. 



Adding New Products 

Many software design companies specialize. Since "some have been suc- 
cessful writing programs for games like checkers or space wars, they just 
go on developing* mors games. Others stick mostly with business programs- 
like mailing Lists or accounting programs. v 

* T/ 

Carol decided to develop a program for people/^o can't operate the 
keyboard — a program completely .different from The Complete Maxling List . 

* • v 

For each new program you decide to write you will have to think -about 

* your skflls and experience (how much new information will you 

have to learn?) 

• your interest (spending -two years on a. new program i$ not 
unusual — your interest level should be highl); 

• the competition (if you do decide to 'do' another space war game, 
it had better be terrific); and 

• your old users- (if you alreaj^ have, people who are buying your 
^programs, yo\x may have a ready market of. users who like what you 

- do). m . - . 



Increasj^ngtj^our number of sales means doing mofe advertising ^nd 
selling.. It probably means investing more money. here's a sayii£ — it 
takes money to make money. This is an^example of htov true it is. You 
will spend' a lot more on advertising, booths, at computej^tr^de shows, ancl 
fli'ers. In terms of time, you will be visiting more\computer ^stpres and 7 
making more personal con-tacts. Perhaps you will meet, with disfctirbu^ors 

to see if it .is worth letting them handle the sales. 

> - > . • : 

; * * 

Raising your prices always seems) like the cjuickest and easiest method 

of raising your profit ratio. It is not that simple. You/may lose cus- 

\ r 4 

tomers if your prices increase. 



Reducing your expenses is, a third w^y to increase , your profit- ratio. 
To dp this you have to ,look at each and every expejise — particularly the 
big expenses. • C * ) ! 1 



• ■ ' • / ( 

Salary and equipment are big expenses. These are the -questibns' to % 
ask yourself: ^ t) , , s 

1. Can you hire people for less _ mdney without: hurting the kind of^ 
service you are giving? ; . 

2. How'much are you 'paying, for siipj)lies-7p ( aper, rdiskettes, etc:? Can 
you fitid a wholesale outlet that will give you a discount?' Per- 

: haps if the bulk rate for paper is too ifttfch volume for you, you . 
' could team up with a i/rinter and'plmce your order with him br her. 

x f > , I ; -/ , r , f 

The smaller expenses are harde'i to decrease, but they should be 
looked over for possibilities. %x ~ % - 



x 1 * 



Summary 

Having a lot bf income does not necessarily aean your business is 

making a profit. The prof it/loss .statement includes your revettues and 
* ^ ' - <■ 

all your expenses. Net profit is how much you took in minus how much you 

paid t£ bills and losses. You can increase your ^profits ~tiy Siding new* 
products, increasing your' number of sales, raising* your prices,-. or 
lowering yt>ur expenses^ *° - # 



* . ; Isearning^Activities 

4 a - % ^ * r rV t '\ 

Individual Activities % . ^ * » ' 

' ** . « f - '* 

. . . w . . 

1.^ Here is a-.prof it^loss -statement .for Bt**iness Software Systems- Com- 
pute the net profit (in, dollars);,, fche profit ratio (in percent), and 
the expense ratio (in -percent^ : * ' 



/ 



; ~ T ' " : — > — : — 1 — — . 

' y ' TWO-YEAR PROFIT/LOSS STATEMENT - 


.Revenues • 4 
Cost of Goods Sold** 
Gros3 Profit \ . ' ' 
, Expenses m 
Ner Profits ><r 


Year 1 . 
$50, 000 100% 
. 10,000 
, . $40,000 

23,000 % 
. '$ ' % 


Year 2 
$60,000 100% 

1^,000 
$48,000 
. 24,000 % 
$ " -\ " *%• 







2. Which was a -hfetter year"; for business Software Systems? 



-3. Nante/twp ways t^ increase your profits 1 . 



Discussion Questions V . • : • , » * 

1. Carol heard of an advertising ^consultant in the' area who'charges $100 
an hour' to come t^a*i office to make advert isih'g suggestions, for 
comiwt^r-retated.c<)mpa J nies;%ike Carol's. Carol hears* this woman is 
particularly good. Do you think she 'should hire h^r for a couple of 
• hour^of advice?.^.- The *onsui;tant Says x t. usual ly«bakes her about . 
threfe hours fo, complete th,e worlc. 



2. Carol's husband Herb wants* Carol to get out of the business. He 
claims that sirife^her j>rof it ratio went down from her second to jher 
third year of business, she isn't much of a busines sperson. Pretty^ 
soon, he tells her, she'll be losing money. What advice would you 
give Carol? How much does it matter that Carol is losing support 
from h^r husband? 

,3. Carol has heard that there is some prejudice against women having 

Tmlsinesses in her area* Whether or not "this is true ,- how-do you 

think it affects Carol's ability to makfe decisions' about her business 



Group Activity 

r 

\ 

As a class, write down a list of at least 20 different activities, 
that you would have to do if you were going to be the owner of a software 
design company. Here are some examples'' to get you started: 



Interview people to work for you 
Order paper and diskettes 



/ 



After you have your list', see how you feel about doing each activity. 
Give yourself three points if you would enjby doing that activity, two 
points if you would not mind doing it, one point if * Jrou, t$oul<£ do it but 
would not like it, ari& 0 if you would not do it, : ^no matter what' % There 
are no "correct" answers. It iis an exercise for you fo see if owning a 
software design company might be £or*y$u. 



/ 



SUMMARY 



This module has been about owning a software design com- 
pany. People with training in computer programming c&n start 
software design companies. / 



\ 



To- start a small business, you need to doj^lots of /plan- 
ning. First you have to be si^re that owning a small i>usiness 
i$ right for you. Then you have to decide wjiat services to 

offer, how to .compete, and what legal requirements to meet." 

\ 

* * i 

\ 

-You have to pick "a good location — one wher^e you are com- 
fortable and where yfi>u have access to other computer busi- 
nesses. Then you haye to get numey to startylThat involves 
figuring out how much you'll need and showiqg investors that 
your idea is a good one. ^ \ 



i 



Beitog in 'charge deans hiring good workers and training 
hem. Then you must keep track of your workers 1 job per- 
formance. *r 



I Setting prices means figuring out the lowest price you 
cajn charge to meet your expanses and the highest^ parley you 
cati charge and still be* competitive. To do this, you need 
inf ormation.on your expenses and' on your competition's prices,. 

Advertising and selling are thfe ways you get customers. 
Advertising possibilities include putting ^ads in trade maga- 
a%nes, writing press releases, sending out direct mail adverr 
tising, and making" contact with computer clubs and computer 



fairs. 
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vYou should keep good financial records so you will^tnow 
how your business is doing. ^Then you can decide if you can 
expand your business or if you need to cut, it back.' 



1 



In order to own and operate a successful software design 
company, you need training in computer, programming, work 
experience, and the special business management skills we 
have covered in this mo'dule. If you^have not had a course in 
coiLniter programming, you shoOfld talqe one before deciding 'to 
own a software design company. You can learn business man- 
agement skills through business classes; ^ork experience, or 
by using the advice and example of an expert. 



You may not make o a lot of money by owning a software 
design company. However, you will have the personal satis- 
faction of being responsible^ for your business and making 
your own decisions. Think about how important' these things 
are you in considering whether you should*start your own 
software design/company. jm0~** 
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QUIZ 



1. Give three examples of products your software design 
company -might sell. " 

' 

d.- • ; ^_ 

2. Which statement best describes how to start a software 
design business?r 

a. When you decide to go iilto misiness, it is best to 
quit your job right away so y^|H?an devote all your 

j to software design. 

b. ,You probably should hire at le.ast one person right 
away to help you with the business end of things. 

c. When you first start your business, you may want to 
_ work alone iii a small office. 

t ■ * 

3^^L£^t three steps involved in the process of getting a 

computer prqgram to market. . ', 



a. 
b. 

,c. 



List three skills the owner of a software design company 
should have. , ■ 



Working out of one's home may no,t be a goad 'idea because! 

a. you won't* have much of "business image." 

b. the computers take up *so much room* 

c. you will have lots Qf distractions. ^ 

-c ■ 

I Which statement about choosing a business location is 
most true? * 

a. You can do your work anywhere, but^eing near areas 
that are* computer centers is helpful. 

b. You should locatfe your business near a university so 
that teachers of computer science can check yous work. 

c. You should locate in a good office building so you 
* * * * 

will have contacts' with ether small businesses. 

ifhich of the following should you* include in your busi- 
ness description? \ , 

a. Vhat your ( targeted market will .be 

b. Whether or not you are married , 

c. Your previous year's income 



. List three main parts of a statement of financial need. 

a. 

I i 

c^ ' *- «* 

* J 

Which information would" you meed to put into a job * 
description? * , 

'a. Salary* and hours ? ^ f 

b. Personality type, age, and' sex wanted 

c. Directions to your home for the interview,, 

> 4 



Which of the- following would probably be the firs 

* ™~ 
time job you'd fill in ^our software design company?. 

a. Computer programmer • 

b» Accountant 

* - • • 

c« General office worker ■ ? 
1 • . ■ 

d. Computer repair person 

• > * • .■ , . ' " 38 / 
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Nil. What is usee 'service? 

a. It is th£* information customers, provide concerning 
k how well the .program works. 

b. It is answering the questions users might have when 
running the program. 

c. J It is offering classes in programmirtg design. 

' ' x . 

12. List three major start-up expenses for a software tfesig 
company* 
a. 

b. - 

c. * 





13.. What is a "price break"? 1 ' 

a* The amount of money you, need to break even 
■ b. The percentage of the retail price that the store 
^^pwners have to pay . 
♦ c. A discount that retailers give their customers 

14. What i§Ja pre§s Felea^se? * . . A 

a. The .announcement and *free copy of your program sent 
. to trade magazines 

b. A device on your program so it can't be copied 

c- A part of the manual that shows how to begirt the . 
program p 

\ 

15* Which of the following i§ probably the lerast effective 
way to advertise youk new computer program? 

a. Print your businf/ss ' name on Jthe side of your car 

b. Sertd a flier to computer clubs 

4 • « 

c*- 'Set up a display at a computer fair 

4 
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16. Which of the^following role(s) does the owner of a soft- 
ware design company have? 

a. Author 

b. ' Publisher ' * * 

c. Salesperson j 

d. 0 A11 of tfie above * 
' - ■ » 

17. The .daily cash sheet gives you an idea* of : 

a. what your revenues ar£. : 

> 

b. * what your credit customers owe. 

% 

c. wh'^t your profits are. • 

d. what 'your expense ratio is. 

18. Which price does the store owner selling youtt program pay 
to you? \ * 

* a. i The wholesale price ^ « 

b. The list pr!c<* 

c. The discounted price 



19. Which of the following is the most reliable sign of a 

» • 

healthy business? 

a. Rising revenues * ^ ° 

b. Rising profits * \. _ 
£. Rising prices 

d» Rising expense ratio 

20. List two* things Carol can do to iticrease revenues in her' 
spftware design business. 

1 \ a. 



\ s 



b. 



3 
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Vocational Discipline 

General 
•* Agriculture 



Marketing and 
Distribution 



Health 



Business anl^ 



Offttce 



Occupational 
Hone Econoaucs 



Technical 



Trades and 
Industry* 



\ 



PROJECT PRODUCTS 

/ 

Entrepreneurshlp Training Component s . 

Module Number and Title ' 
Module I - Getting Down to Business: What's It All 



About ? 



Module 2 - 
Module 3 - 
Module 4 r 
Module' $ - 
Modu^ 6 *- 

Module 7 
Module 8 - 
Module 9 - 
Module 10 - 
^Module 11 - 
Module 12°- 
Module 13**- 



Farm Equipment Repair 
Tree Service 

Garden Center * 
Fertilizer and Pesticide Service 
Dairy Fanning ■ 

Appacel swre — 

Specialty Food Store *' 

Travel Agency 

Bicycle Store 

Flower and Plant Store 

Business and Personal Service 

Innkeeping ^ 



Module 14 - Nursing Service 

Module 15 - Vheelcnair Transportation Service 
Moduli 16 - Health Spa 

* Module 17**- Answering Service * 
Module 18 - Secretarial Service 
Module 19 - Bookkeeping Service 
Module 20 - Software Design Company 
Module 21 - Word Processing Service . 



Module 22 

Module 23 

Module Ik 

Module 25 

^Module 2£ 

Module 27 

Module 28 

Module 29 




Res taurant 3usiness * 
Day Care Center * 
Hous eel eanz^^ Service 
Sewing Service 

Home Attendant Service ^ 

Guard Service 

Pest Control Service 

Energ^ Specialist Service 

Hair^Styl^ng Shop 

Auto Repair Shop 

Welding 3usiness * • 

Construction Electrician 3usmess° «> 

Carpentry Business 3£r 

Plumbing Business 

Air Conditioning and Heating Service 



Resource ide of Existing Entrepreneurshlp Materials 

Handbook on Utilization of the ErKreprfcneurship Training Components 

f 



Re lated Resources 
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